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Modest gains were recorded in 1977. 

Consolidated sales reached a record level of $11.2 billion, 7.7% 
above the previous fiscal year. Much of this dollar gain resulted 
from price inflation, but we did ring up more than sixteen million 
additional customer transactions, reflecting many new faces 
among our family of Safeway shoppers. 

Net income increased slightly to $102.3 million ($3.93 per 
share) from $100.8 million ($3.89 per share) a year ago, on a 
restated basis. The Company has elected early adoption of the 
retroactive provisions of Financial Accounting Standards Board 
Statement #13, pertaining to the capitalization of leases. Financial 
statements for prior periods have been restated to reflect the 
financial results as though Statement #13 had been in effect for 
those periods. The effect of the change in accounting has been a 
decrease in net earnings of $3,097,000 (120 per share) in 1977 and 
$2,653,000 (100 per share) in 1976. 

Net income reflects losses on translation of foreign currencies of 
$3,253,000 (130 per share) in 1977 and $42,000 in 1976. These 
figures include the effect of the change in accounting for leases 
which reduced the loss on translation in 1977 by $5,602,000 
(220 per share) and reduced a gain in 1976 by $2,068,000 (80 per 
share). 

Dividends paid on common stock in 1977 amounted to $2.20 
per share, making this the eighth consecutive year the annual 
dividend payment has increased. 









In recent weeks we haveHbeeri experimenting with special 
merchandise promotions, particularly cash games, and have had 
favorable customer reaction. We believe that many of the new 
shoppers who come to our stores to take part in these promotions 
will be pleased with our products, services, and prices, and will 
want to continue as regular Safeway customers. 

A great many of you participated in a recent survey of Safeway 
stockholders, and I woidd like to call your attention to the high¬ 
lights summarized in the centerfold section of this report. The 
astounding number of replies confirms long-standing evidence 
that Safeway shareholders have a genuine, continuing interest in 
the affairs of the Company. A noteworthy finding, I thought, was 
the broad-based ownership of our stock by all segments of society 
(an interesting statistic not reported in the article: nearly 2V6% of 
all shareholders are students). And a full two-thirds of those who 
replied said that they had held their Safeway stock more than 
ten years. 

As mentioned in the feature article on superstores, we are 
continuing with a program of gradually increasing store sizes to 
accommodate the many new product lines desired by our cus¬ 
tomers. The 126 new stores opened in 1977 averaged approxi¬ 
mately 32,000 square feet — about 10% larger than the average 
of those opened in 1976. The net result after closing of some 
136 older stores was a gain of about 2 million square feet of 
retail space. 

Gus H. Parker is taking early retirement to pursue personal 
interests, and therefore has resigned as a Senior Vice President 
and is not standing for reelection to the Board of Directors. Mr. 
Parker has contributed in a significant way to Safeway’s growth 
and development. Although we will sincerely miss his daily par¬ 
ticipation, I am pleased that he has agreed to remain available for 
consultation to the end of the year. 

James A. Rowland, Senior Vice President, has been nominated 
to fill Mr. Parker’s position on the Board. 

With regret I also announce a decision by Malcolm P. Grover to 
retire effective April 30. He, too, has been a Safeway stalwart. 
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Handling numerous important responsiblities in our Service 
operations, he has helped to generate many of the basic concepts 
for our future direction. Fortunately, Mr. Grover will stand for 
reelection as a Director at the annual Stockholders’ Meeting, so 
that we may continue to benefit from his vast experience. 

John L. Repass has been transferred to the Administrative 
Office from his prior position as Manager of our Southwest Retail 
Region, and will be named Vice President in charge of Personnel, 
Public Affairs, Industrial Relations and Economic Research — 
assuming the duties now performed by Mr. Grover. 

In another management move, Peter A. Magowan is transfer¬ 
ring to our U.S. operations from his positions as Managing Direc¬ 
tor of Canada Safeway Limited and Manager of our Canada and 
Overseas Region. Mr. Magowan will be Vice President and 
Regional Manager of a newly-constituted Western Region com¬ 
prising the five Retail Divisions headquartered in California and 
Arizona. 

A. G. Anselmo, formerly Manager of our Prairie Retail Divi¬ 
sion, is being named Managing Director of Canada Safeway 
Limited and Retail Regional Manager of a newly-formed Canada 
Region comprising all of our Canadian retail operations; simul¬ 
taneously the previous Prairie Division has been split into three 
new Divisions (Calgary, Edmonton, and Regina). 

With regard to the overseas operations, those in the United 
Kingdom and Germany will now report to J. S. Kimball, Retail 
Regional Manager of our Eastern Region (which responsibility he 
will also retain). The Australia Division will report to Dale L. 
Lynch, President. 

On a sad note, Bernard P. Bjorseth, Vice President and Man¬ 
ager of our Personnel Services Division, passed away shortly 
before we went to press. 

Overall economic indicators show a mixed pattern, and it is 
difficult to say to what extent recent negative forecasts have been 
influenced by the weather and the coal strike. Despite this con¬ 
sumer buying intentions still look favorable, at least for the near 
future, and we look forward to a busy 1978. 


Chairman and Chief Executive Officer 



1977 


1976 


Sales $11,249,398,000 $10,442,531,000 

Net income 102,305,000 100,843,000 

Net income per share 3.93 3.89 
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Dale L. Lynch , President , and W. S. Mitchell , Chairman , review lay¬ 
out of a new Safeway superstore. Stocking plan includes an expanded 
line of products traditionally found in supermarkets and some new 
categories as well , to provide one-stop convenience for busy shoppers. 
Store opened earlier this year. 


Introducing Dale Lynch 

On October 19, 1977 Dale L. Lynch 
was elected President and Chief 
Operating Officer, and became a 
new member of the Board of Direc¬ 
tors. Mr. Lynch brings a solid record 
of achievement to his new post. He joined the Company 
in 1940 as a meat cutter and advanced steadily through 
the ranks to store and district management positions in 
the Los Angeles area, then moved to Seattle where he 
assumed the duties of Retail Operations Manager. Dur¬ 
ing his subsequent 13 years in the Pacific Northwest, he 
became Seattle Division Manager, was elected a Vice 
President, and advanced to Regional Manager. In Janu¬ 
ary, 1977 he was assigned to corporate headquarters. 
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The Safeway Superstore 

A Growing Idea 


As noted elsewhere in this report, Safeway opened 126 new 
stores last year and extensively remodeled many others, re¬ 
sulting in a sizeable gain in square footage. Several of these 
new or refurbished units are in the superstore category. 

Although there is no exact, industry-wide definition, the 
superstore can be described as generally larger than a con¬ 
ventional supermarket and carrying a wider assortment of 
both food and non-food merchandise. Decor is upgraded 
and the interior layout is more expansive, often including 
special departments and service counters. Because of these 
features a superstore usually draws customers from a larger 
trading area than that of a conventional store. 

Of all its characteristics, size and stocking plans tend to 
vary the most, reflecting the diversity of merchandising 
philosophies throughout the supermarket industry. But in 
all cases there is a strong emphasis on general merchandise. 

Our own superstores incorporate a variety of stocking 
plans, too, since each outlet is uniquely geared to a specific 


trade area. Safeway is primarily a retail grocery firm, how¬ 
ever, and we plan to continue to emphasize our food image. 
Consequently, the typical allocation of selling space for 
general merchandise in our stores is not likely to exceed 30 
percent. As for size, our new units opened in 1977 average 
31,829 square feet — an increase of approximately 3,000 
square feet over a year ago — while the majority of those 
planned for 1978 will exceed 35,000 square feet. We now 
operate 261 stores over 30,000 square feet, compared with 
83 five years ago. 

While the superstore concept has received increasing at¬ 
tention in recent years, it does not represent a radical de¬ 
parture from industry trends. The move to bigger stores 
with a more extensive range of products and services has 
been underway for some time, largely as a result of shifting 
demographic patterns and growing consumer demand for 
one-stop shopping. 

In view of recent declines in the birth rate, supermarket 



At 47,500 square feet, this new Safeway superstore in Portland is the largest unit we opened in 1977. The store features a broad range of products am 
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Even family banking matters can be attended to while shopping at this 
store, saving another errand. Branch is an experimental installation. 



Reasonably-priced nursery items, such as these foliage plants displayed 
under special lighting, are extremely popular with customers. 


operators are no longer looking to steady population gains 
for continued sales growth. Census Bureau estimates indi¬ 
cate that U.S. population will climb less than one percent a 
year through 1985; projections for Canada are for only 
slightly greater growth rates. Moreover, the share of popu¬ 
lation comprised of teen-agers (who typically have above 
average food consumption) is gradually diminishing while 
the proportion of one- and two-person households is ex¬ 
pected to increase sharply, signaling further changes in 
traditional eating patterns. 


Paralleling these shifts in market composition has been 
an even more significant development: the rapid growth of 
the female work force. In the U.S. alone, the ranks of 
women workers have recently expanded to 41 million per¬ 
sons — double the 1955 figure —and now include nearly half 
of all adult women. A more striking trend is the growing 
number of young mothers who hold jobs outside the home. 
Currently over half of all married women with school-age 
children are working (twice the rate of 20 years ago), as are 
a third of those with youngsters under three years old. 


•rvices so families can satisfy most household needs under one roof. Note low-profile display fixtures and distinctive wall graphics. 













The Safeway Superstore 


(continued) 


Whatever their reasons for entering the labor market, 
working women have substantially raised the level of dis¬ 
cretionary income per household, even when adjusted for 
the effects of inflation. They have also shattered traditional 
notions about consumer shopping habits. In families with 
both adults working, grocery shopping as a shared husband 
and wife responsibility is rapidly becoming the norm. 

This changing customer profile, together with increasing 
concern about energy conservation and the cost of gasoline, 
has prompted the supermarket industry to reevaluate the 
consumer needs it serves. For one thing, marketing studies 
reveal that the make-up of routine household purchases has 
broadened considerably in recent years. An older, more 
affluent population now designates as regular purchases a 
variety of products once regarded as luxuries, such as spe¬ 
cialty foods and certain general merchandise items. To 
satisfy these needs, the traditional supermarket product 
mix must be augmented with an expanded line of food and 
non-food items. 

Along with greater selection, convenience has become an 
increasingly important consideration. Busy shoppers, par¬ 
ticularly working wives, look for stores that can provide a 
majority of household needs under one roof, thereby saving 
time and gas. (The general industry trend to extended 
hours of operation also appeals to consumers on the move. 
A recent survey shows that two out of five working women 
shop between 5 and 9 p.m., compared with only one in ten 
housewives not employed outside the home.) 

The need to offset sharply rising store operating costs, 
particularly for labor and energy, is another underlying fac¬ 
tor in the superstore’s emergence. To help relieve these 



cost pressures, new store building programs are focusing on 
larger, more efficient units. Even though land, construction 
and equipment have never been more expensive, building 
costs per square foot are generally lower for a superstore 
than for a conventional supermarket. 

In our own stores we have expanded the line of non-foods 
previously carried, particularly those in the health and 
beauty aids category, and have also added a variety of 
newer, fast-selling categories. These include automotive 
supplies, greeting cards and plants and flowers, as well as 
selected soft goods such as footwear and towels. In addi¬ 
tion, designated stores will feature a more comprehensive 
selection of general merchandise, ranging from small 
appliances and cameras to a limited line of higher-priced 
items that show good sales potential, such as TV sets and 
microwave ovens. These stores will be identified by the 
sign depicted in the artist’s sketch on the cover of this re¬ 
port, and will be the subject of distinctive advertising and 
promotional efforts. 

Larger stores with broader assortments of merchandise 
require particularly careful attention to the planning of 
salesroom layouts. To help assure that busy shoppers can 
find exactly what is wanted with a minimum of effort, our 
superstores have spacious aisles and use attractive wall 
graphics and low-profile display fixtures in certain sections 
to quickly identify available products and services. 

The development of the superstore has been a gradual, 
evolutionary process. We believe it is a timely response to 
the changing needs of today’s more active consumers, and is 
particularly well suited to their growing preference for 
one-stop shopping. 
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The addition of new and expanded product lines will play an 
important part in our plans for the future, but we have no intention 
of deemphasizing our primary role as a food retailer. 


Before it goes on display , each cut of Safeway meat is properly aged 
and expertly trimmed to assure top value. Satisfaction is further 
assured with our unconditional , money-back guarantee. 
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Today most shoppers , 
particularly working women , 
have greater demands on their 
time. Our superstores help 
stretch that time by providing 
products and services usually 
available only at separate 
outlets , requiring separate 
trips. At left , service counter 
permits the addition of several 
new merchandise lines , such as 
jewelry , wallets , cameras and 
watches. 
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Operating in 
a New Environment 

Conservation has become an increasingly important business activity 
in dealing with shortages of natural gas and oil—and even water. 


Energy Conservation 

At the height of the natural gas shortage that had virtually 
paralyzed the Northeast early last year, U.S. Department of 
Energy chief James Schlesinger warned that the much- 
heralded energy crisis had finally arrived, and that the un¬ 
pleasantries endured then might be only harbingers of 
more severe ones yet to come. 

A few weeks after Mr. Schlesinger made those remarks, a 
high-level White House aide telephoned Safeway s ad¬ 
ministrative headquarters in Oakland to gather energy con¬ 
servation ideas relating to the design of new and remodeled 
commercial buildings. It wasn’t the first time the Govern¬ 
ment had solicited our help on these matters; the Federal 
Energy Administration had previously asked our corporate 
energy coordinator to help conduct a special seminar on 
voluntary conservation programs. 


SAFEWAY ENERGY SAVINGS 
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Since its inception in 1973, our own formal Energy Man¬ 
agement Program has yielded substantial reductions in 
electrical and gas usage. During the first three years of the 
program we conserved approximately: 

• 400 million kilowatt hours of electricity, enough to power 
10 of our 30,000 sq. ft. stores for the next two decades. 

• 8.8 million therms of natural gas, enough to heat some 
735 homes from now through 1986. 

• 3 million gallons of diesel fuel, enough to keep 100 Safe¬ 
way trucks on the road for another six years. 

All told, these energy savings comprise the equivalent of 
half a million barrels of precious crude oil! To achieve re¬ 
ductions of this magnitude, we’ve combined a variety of ad¬ 
vanced design techniques and computer applications with a 
common sense approach to energy usage. 

By far the most successful energy-saving design features 
incorporated in our store fixtures and buildings are heat re¬ 
covery systems. These systems extract waste heat from 


Refrigeration accounts for the largest share of a supermarket's energy consumption , 
but much of the waste heat given off can be recovered for other uses . 
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Source: Federal Energy Administration. 



































Communication of the conser¬ 
vation message to employees 
and customers took on a 
variety of forms last year. 

In addition to these remind¬ 
ers imprinted on Safeway 
grocery bags , we also devel¬ 
oped a series of posters and 
prepared an employee train- 
ing film. All were well 
received and , we hope , 
effective. 


product refrigeration units — which account for as much as 
60 percent of a typical new store’s energy consumption — 
and reclaim it for use in space heating. In many stores, this 
feature alone has eliminated higher winter heating bills. 

Energy requirements for store lighting have also been 
sharply curtailed. In addition to replacing old fluorescent 
lamps with more energy-efficient ones, we have removed 
the center tubes from the standard three-tube fixtures in 
existing stores, and are installing two-tube fixtures in new 
stores. These steps have enabled us to reduce salesroom 
lighting by 17 percent with no adverse effects. Changing to 
special, high-pressure sodium lamps in store parking lots 
has cut power consumption for outdoor lighting by 56 per¬ 
cent with only a 6 percent loss in illumination. 

Because energy costs have risen so abruptly in recent 
years and appear likely to continue their upward spiral, we 
have been working with utility companies to obtain rates 
that best serve our needs. We have also developed proce¬ 
dures for monitoring our billings by computer. Aside from 
the obvious benefits of trend analysis and cost auditing, this 
system also enables us to quickly isolate and correct equip¬ 
ment malfunctions causing inordinate energy consumption. 
Rapidly escalating utility expense may soon cost-justify far 
greater sophistication. Our Retail Engineering Division is 
now evaluating the results of an experiment with comput¬ 
erized power management systems conducted in 15 test 
stores last year. A large-scale version, using the same space 
age technology, is being installed in our new distribution 
center in Chesterfield County, Virginia. 

Not all our conservation efforts require special equip¬ 
ment or expertise, however. Following manufacturers’ rec¬ 
ommended stocking configurations to prevent air flow re¬ 
strictions in frozen food cases, keeping thermostat controls 
at prescribed settings, adhering to equipment maintenance 


schedules — these are just common sense measures but will 
go a long way in conserving a finite supply of energy. 

Water Conservation 

Conservation took on a new meaning for Westerners as they 
struggled through the first 11 months of 1977, the second 
year of a severe drought that had left hillsides parched and 
key reservoirs nearly empty. Even though December rains 
brought a welcome respite from the long dry spell, water 
reserves were still well below normal at year-end in some 
states, particularly California. 

From the outset Safeway was among the first in drought- 
stricken areas to voluntarily reduce water consumption. 
Our San Francisco Division, which serves many of the 
communities hit hardest, achieved particularly impressive 
results with a thoroughgoing program of water manage¬ 
ment. All non-essential water usage, such as automatic 
landscape sprinkling, was eliminated while other uses were 
restricted and closely monitored. As a result, the Division 
conserved 255,536,000 precious gallons in 1977, a 60% re¬ 
duction from 1976’s total usage. 

Coping with the water shortage caused some hardships, 
to be sure, but it also brought on a surge of cooperation and 
creativity. In our Richmond, California distribution center, 
for example, members of the truck repair shop conceived, 
designed and built two ingenious, water-thrifty devices to 
clean our truck fleet. One is a stationary system that re¬ 
claims wastewater for reuse in the wash cycle, thereby re¬ 
quiring only 5 percent of the water previously needed. The 
other is a mobile unit, used for spot cleaning, that requires 
only one-tenth the water consumed with conventional 
methods. Both are extremely effective. 
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Safeway Brands 



Consumers today are more inclined to base their buying 
decisions on quality and value than upon habitual allegiance 
to a brand name. This is good news for our private label 
program, one of the strongest in the industry. 

Safeway Brands are available in about 5,000 different 
items and sizes. They are the end result of an extensive op¬ 
eration involving over 8,500 employees in some 150 pro¬ 
duction, processing and procurement facilities. We man¬ 
ufacture or process dairy products, bakery goods, coffee, 
jams and jellies, detergents, soft drinks, luncheon meats, 
vegetable oils, and a number of other products. Many more 
items, such as canned fruits and vegetables, frozen foods, 
paper products, and health and beauty aids are made for us 
to our own exacting specifications. 

Every Safeway Brand is unconditionally guaranteed to 
please. We can offer this assurance of satisfaction because 
there’s no compromise on standards. And since we bypass 
many of the marketing expenses incurred by manufacturers 
of nationally advertised items, we are usually able to price 
our own brands considerably lower. 

To assure that our products meet government grading 
requirements and Safeway specifications (which are often 
higher), we employ a highly trained corps of food technol¬ 


ogists, chemists, engineers and other specialists. In addi¬ 
tion to quality control and product formulation, their efforts 
are devoted to developing better manufacturing and pack¬ 
aging methods. Each of our manufacturing and processing 
plants has its own product testing facilities, but the majority 
of research and development is conducted at Safeway s new 
quality assurance center in Walnut Creek, California. Just 
opened last year, the complex has separate laboratories for 
certain of our U.S. Supply Divisions. 

Because packaging has a significant effect on consumer 
perception of product quality, we recently developed a sys¬ 
tematic, long-range plan to upgrade the quality image of 
items sold under our label. The plan emerged from a com¬ 
prehensive, item-by-item study of Safeway Brands packag¬ 
ing, begun in 1975 with the help of a prominent design 
firm. As a result, we introduced a number of redesigned 
labels last year that give our packaging a more consistent 
and attractive visual appeal. In conjunction with this, we 
also developed new graphic standards for certain design 
elements, such as the symbol shown above. This new insig¬ 
nia will eventually appear on nearly all “S’ Brands, to 
quickly and boldly identify them as our first line products 
that equal or exceed the quality of top national brands. 
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Safeway Brands comprise some 5,000 different items , ranging from dairy products and frozen foods to footwear and motor oil. Among those shown 
below are a number with redesigned packages or labels introduced last year. At right , protein analysis is one of many research and development 
activities carried on at our new quality assurance center in Walnut Creek , California. This is part of the Meat 6 * Egg Division laboratory. 
















This is one of a pair of Safeway trucks prepared by a driver in our 
United Kingdom Division for the Queens silver jubilee. 


International Operations 

Canadian and overseas operations achieved gratifying gains 
in both sales and earnings last year (see page 16 for details). 
During 1977 Safeway and its subsidiaries opened 25 new 
stores outside the United States and closed 19 older ones, 
bringing the total at fiscal year-end to 442 stores in Canada 
(276), the United Kingdom (83), West Germany (25) and 
Australia (58). 



The pecan tree above is approximately 200 years old. It was carefully 
preserved during construction of this Safeway store in Austin , Texas. 


Pecan Tree Store 

We make every effort to assure that each new Safeway store 
is not only attractive and spacious, but also fits comfortably 
within its surroundings. A dramatic example of this is our 
new Exposition Boulevard store in Austin, Texas — the 
world’s only supermarket built around a pecan tree! The 
35 ft. landmark continues to grow in a specially designed 
atrium within the store. 


Aid to Wheat Farmers 

Because of the large surplus harvested last year, American 
and Canadian wheat farmers were hard pressed to market 
their products. Safeway responded with messages in our 
newspaper ads calling attention to the farmers’ needs and 
promoting consumption of wheat products. The ads were 
well received and drew a letter of praise from Senator 
Robert Dole of Kansas. 


New Openers for Cragmont Cans 

Concern for the environment has produced a number of 
Safeway innovations through the years. The latest is the 
non-detachable pull-tab now available on most Cragmont 
canned beverages. Although it was primarily designed to 
help eliminate pull-tab litter, the new can is also easier and 
safer to open, keeps a better seal and is 100% recyclable. 
Consumer acceptance has been gratifying. 


Advertising messages such as these , prepared to help stimulate wheat 
consumption , appeared in several newspapers last year. 


Cragmont canned soft drinks with new , non-detachable openers were 
available in most Retail Divisions at year-end. 
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Corporate Objectives 


To make Safeway stock an 
increasingly profitable invest¬ 
ment for our shareholders. 


To practice responsible citizen¬ 
ship in the conduct of our business, 
and in community and social relations. 


To satisfy increasing numbers of 
customers, at a profit sufficient 
to assure the continuing healthy growth 
of the Company. 


To provide attractive, convenient 
stores staffed with courteous employ¬ 
ees, and stocked with the products 
customers want. 


To be known for superior 
perishables — meats, produce, 
dairy products, and baked goods. 


To operate efficiently at 
the lowest costs consistent with 
quality and growth. 


To be alert to new ideas, 
opportunities, and change. 


To strengthen our organization 
by continuous and systematic train¬ 
ing. and development of employees 
and managers. 


To offer our employees responsibility, 
challenge, and satisfying rewards 
for accomplishment. 


To deal fairly with producers and 
suppliers, and provide them with 
dependable outlets for their products. 


To provide all Safeway employees and 
prospective employees with equal 
opportunity for hire and advancement 
regardless of race, color, ethnic 
origin, sex, religion, handicap or age. 


Financial Highlights 


Summary of 
Earnings 

Sales 

Percent of annual increase 

Cost of sales 

Gross profit 

Percent of sales 

Operating and administrative expenses 

Percent of sales 

Interest expense 

Other income — net 

Income taxes 


Net income 

Percent of sales 

Percent of average stockholders’ equity 

Per weighted average share of common stock 

Cash dividends per share of common stock 

Weighted average number of shares of 
common stock outstanding 

Financial 

Position 

Working capital 

Current assets per dollar of current liabilities 

Total assets 

Long-term debt 

Equity of common stockholders 

Per share of common stock 

Changes in 
Financial 

Funds provided from: 

Net income 

Depreciation and amortization 

Additions to long-term debt 

Other 

Position 

Funds used for: 

Additions, net of disposals, to: 

Property 

Property under capital leases 

Cash dividends on common stock 

Payments on long-term debt 

Other 


Increase (decrease) in working capital 

Other 

Statistics 

Employees at end of year 

Stockholders of record at end of year 

Stores opened during year 

Stores closed during year 

Total stores at end of year 

Total store area at year end (thousands of square feet) 
Average annual sales per store 

Common stock price range New 

York Stock Exchange (calendar year) 


Notes: Dollars are in thousands except per share figure: 
(1) Reflects the LIFO method of valuing certain inventories 
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ind Ten Year Summary 


1977") 


1976o> 


1975m 


1974") 


1973 


1972 


1971 


1970 


1969 


1968 





(53 Weeks) 










(53 Weeks) 



11,249,398 

$ 10,442,531 

$ 9,716,889 

$ 8,185,190 

$ 6,773,687 

$ 6,057,633 

$ 5,358,837 

$ 4,860,167 

$ 4,099,647 

$ 3,685,690 

7.7% 


7.5% 


18.7% 


20.8% 


11.8% 


13.0% 


10.3% 


18.6% 


11.2% 


9.7% 

8,916,719 


8,363,555 


7,750,304 


6,647,799 


5,447,736 


4,837,185 


4,263,937 


3,858,175 


3,242,173 


2,888,180 

2,332,679 


2,078,976 


1,966,585 


1,537,391 


1,325,951 


1,220,448 


1,094,900 


1,001,992 


857,474 


797,510 

20.7% 


19.9% 


20.2% 


18.8% 


19.6% 


20.1% 


20.4% 


20.6% 


20.9% 


21.6% 

2,082,246 


1,838,045 


1,632,824 


1,339,075 


1,121,580 


1,007,661 


902,869 


825,371 


716,392 


652,391 

18.5% 


17.6% 


16.8% 


16.4% 


16.6% 


16.6% 


16.8% 


17.0% 


17.5% 


17.7% 

70,104 


63,254 


68,816 


66,683 


55,326 


51,638 


44,182 


39,926 


35,615 


33,055 

3,918) 


( 6,218) 

( 

5,397) 

( 

4,739) 

( 

4,616) 

( 

3,616) 

( 

3,967) 

( 

764) 

( 

365) 

( 

843) 

81,942 


83,052 


124,088 


59,271 


69,204 


75,495 


73,280 


70,057 


55,905 


59,145 

102,305 

$ 

100,843 

$ 

146,254 

$ 

77,101 

$ 

84,457 

$ 

89,270 

$ 

78,536 

$ 

67,402 

$ 

49,927< 2 > 

$ 

53,762 

.91% 


.97% 


1.51% 


.94% 


1.25% 


1.47% 


1.47% 


1.39% 


1.22% 


1.46% 

12.40 


12.99 


20.83 


12.14 


14.23 


16.52 


16.11 


15.16 


12.09 


13.88 

3.93 

$ 

3.89 

$ 

5.64 

$ 

2.98 

$ 

3.28 

$ 

3.48 

$ 

3.08 

$ 

2.64 

$ 

1.96 

$ 

2.11 

2.20 


2.05 


1.90 


1.70 


1.50 


1.35 


1.30 


1.15 


1.10 


1.10 

26,021,220 


25,945,775 

25,911,286 

25,832,351 

25,751,349 

25,642,110 

25,533,257 

25,490,107 

25,487,450 

25,487,334 

171,391 

$ 

216,177 

$ 

210,718 

$ 

118,112 

$ 

168,582 

$ 

194,261 

$ 

131,500 

$ 

117,771 

$ 

112,090 

$ 

123,944 

1.20 


1.30 


1.32 


1.17 


1.31 


1.49 


1.36 


1.36 


1.37 


1.53 

2,561,784 


2,319,149 


2,187,947 


2,045,192 


1,837,800 


1,623,166 


1,413,782 


1,278,388 


1,160,675 


1,050,715 

836,633 


766,596 


761,107 


703,431 


663,931 


645,602 


526,289 


478,184 


426,600 


407,389 

848,587 


801,345 


751,598 


652,467 


617,738 


569,613 


510,961 


463,785 


425,419 


400,191 

32.58 


30.84 


28.98 


25.24 


23.95 


22.15 


19.99 


18.19 


16.69 


15.70 

102,305 

$ 

100,843 

$ 

146,254 

$ 

77,101 

$ 

84,457 

$ 

89,270 

$ 

78,536 

$ 

67,402 

$ 

53,215 (3) 

$ 

53,762 

148,024 


136,555 


127,857 


116,509 


102,460 


94,321 


84,094 


76,806 


70,898 


67,035 

115,851 


43,880 


95,387 


95,569 


49,935 


148,181 


74,904 


73,170 


42,734 


40,298 

8,224 


9,066 


2,612 


1,692 


8,205 


8,052 


249 


123 


1,777 


1,664 

374,404 


290,344 


372,110 


290,871 


245,057 


339,824 


237,783 


217,501 


168,624 


162,759 


223,750 

152,224 

108,777 

149,902 

139,400 


143,340 

91,003 

91,505 

85,077 

53,260 

90,691 

40,165 

82,243 

89,454 

59,103 


67,675 

69,908 

67,576 

41,939 

40,727 

57,256 

53,190 

49,249 

43,926 

38,640 


34,636 

33,200 

29,315 

28,036 

28,036 

45,814 

38,391 

37,711 

56,069 

31,606 


28,868 

26,799 

21,586 

23,523 

22,197 

1,679 

915 

1,524 

1,990 

1,987 


2,544 

3,144 

1,838 

1,903 

989 

419,190 

284,885 

279,504 

341,341 

270,736 


277,063 

224,054 

211,820 

180,478 

145,209 

44,786) 

$ 5,459 

$ 92,606 

$( 50,470) 

$( 25,679) 

$ 

62,761 

$ 13,729 

$ 5,681 

$( 11,854) 

$ 17,550 


139,865 

133,083 

127,004 

121,355 

117,721 


105,613 

97,463 

96,760 

91,532 

83,655 

55,035 

57,619 

58,275 

60,822 

62,767 


65,471 

67,576 

69,098 

73,193 

72,793 

126 

109 

111 

164 

143 


142 

121 

128 

117 

123 

136 

122 

86 

102 

110 


94 

135 

91 

98 

119 

2,428 

2,438 

2,451 

2,426 

2,364 


2,331 

2,283 

2,297 

2,260 

2,241 

55,184 

53,223 

51,854 

50,159 

46,480 


44,844 

42,752 

41,769 

40,169 

39,033 

4,553 

$ 4,222 

$ 3,935 

$ 3,360 

$ 2,831 

$ 

2,613 

$ 2,308 

$ 2,094 

$ 1,782 

$ 1,612 

50 3 /8-39 

50/4-39/4 

525/8-34/8 

43%-295/s 

44/8-27/4 


44/4-34 

40/4-32% 

343/8-22% 

30/4-23/2 

31/4-23/4 


oactive adjustments have been made in accordance with provisions of Financial Accounting Standards Board Statement #13 on accounting for leases. 
Excluding extraordinary gain in 1969 of $3,288,000, net of applicable income taxes, equal to $0.13 per share. (3) Including extraordinary gain in (2) above. 
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Who Owns Safeway? 


Over 95 percent of our 55,000 stockholder accounts at year-end 


were registered to individual investors and trustees. 


YOU DO 


Question: What do Belgium, Czechoslovakia, and Ecuador 
have in common with Haiti, Thailand, and the Isle of Man? 
Answer: All have residents who own Safeway stock. 

Our far-flung stockholder family includes residents of 45 
countries around the world, although the vast majority are 
U.S. citizens spread throughout all 50 states and the Dis¬ 
trict of Columbia. California easily ranks first in number of 
shareholders (17,055) but is well behind New York in 
number of shares. This apparent contradiction is due to the 
large holdings of certain institutional accounts. 

Like other large corporations, Safeway is owned by the 
individual and institutional investors who at any given time 
hold its stock. Our records show that as of year-end 55,035 
such investors, holding 189,622 certificates, owned 
26,046,885 shares of Safeway common stock. 

These figures cover only listed accounts, though, and do 
not reflect the actual number of individual owners. That 
number, if it were known, would substantially increase 
Safeway s shareholder roster and those of most other pub¬ 
licly-held companies. 

Who, then, does own Safeway? By far the largest group 
of stockholders are small investors; all but 114 of 52,542 in¬ 
dividual accounts are registered to owners of less than 3,000 
shares. Of these, 33,457 accounts are recorded in single 
names, with females outnumbering males 19,294 to 14,163. 
Another 14,018 individual accounts are owned jointly, while 
4,977 others are held by individual trustees. All told, these 
accounts comprise 8,250,636 shares, or about 32 percent of 
Safeway s common stock. 

And what of the remaining 68 percent? Approximately 
17,800,000 shares are distributed among 2,583 institutional 


accounts of various kinds, most of which represent 
thousands of individual investors and beneficiaries. The 
“nominee’ category alone accounts for over 60 percent of 
total outstanding shares. (Nominees are names used by 
brokerage houses, bank trust departments, insurance com¬ 
panies, and even individuals who prefer not to take posses¬ 
sion of stock certificates.) Accounts registered in this man¬ 
ner can be transferred rapidly so the designation is common 
among large block traders. Standard & Poors, a repository 
of information about corporations and stock activity, esti¬ 
mated that at year-end 176 investment firms, insurance 
companies, banks and certain trusts held 8,540,000 shares 
of Safeway stock. 

Pension funds and profit-sharing plans have large blocks 
of Safeway stock, too. Trustees for our own programs, for 
example, hold over 1,900,000 shares. Some 630 other in¬ 
stitutions, such as religious organizations, charitable foun¬ 
dations and universities, own 1,450,000 shares. 

With the thought that our individual stockholders of rec¬ 
ord might like to know more about each other, we included 
a questionnaire, with the December dividend mailing. The 
response was surprisingly strong — over 18,500 replies came 
in by the end of January. After reviewing and recording 
each one, we then randomly selected 5,000 of them and de¬ 
veloped the following profile of our stockholders. 

• Nearly two-thirds of those to whom the first question 
applied have accounts registered in one name, while the 
remainder are held jointly. A number of questionnaires 
were returned with neither category checked, undoubtedly 
because the accounts are registered in the names of brokers 
(“street” names) or of bank or trust fund nominees. 


“ We’ve shopped at Safeway all over the U.S. 
and at the first stores you opened in Australia. 
We have confidence in you. 





“My deceased husband (CPA in 
managerial position) liked the growth 
and management of Safeway. 
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“The quality of your organization 
was observed from many store visits and 
your good community involvement. 



"A sound investment in a basic industry 
was the main reason, and Safeway stores are 
well stocked with quality products. 


Eighty-five percent of those surveyed are over age 45 and 
half of these, or 43 percent of all respondents, are age 65 or 
older. Women hold a slight lead over men in terms of ac¬ 
count ownership (52% vs. 48%), but males tend to own 
more shares. This pattern holds true for the investor popu¬ 
lation in general, according to the most recent “Census of 
Shareowners conducted by the New York Stock Exchange. 

• In terms of ranking, the occupational distribution of our 
stockholders also follows the norm, with retirees and 
homemakers making up the two largest groups. Based on 
responses to this portion of the survey, our shareowners ap¬ 
parently include some 8,800 professional and technical 
people and over 7,000 individuals in management or ad¬ 
ministrative positions. Sales people, clerical workers, Safe¬ 
way employees and students constitute other sizeable 
stockholder groups. 

• Sixty-five percent of those who responded own more than 
50 shares, including almost 40 percent who hold over 100. 
In the latter group, individual accounts exceed joint ac¬ 
counts by one-third. Nearly two-thirds of our stockholders 
have held their shares over ten years. 

• Our typical investor lives in a one- or two-person house¬ 
hold with no youngsters at home; only 17 percent of the re¬ 
spondents reported having any children under age 18 living 
with them. This coincides with the large proportion of 
middle-aged and retired shareowners cited previously. 

Respondents volunteered a variety of reasons for owning 
Safeway stock. Most of these were financial considerations, 
of course, but several others of interest were also submit¬ 
ted. The quotes reproduced on these two pages are repre¬ 
sentative of the thousands we received. 


“Bought them for my daughter in an 
effort to teach her what stocks were about. 
She chose Safeway.'' 







“My dad bought your stock to 
help me save money to go to college. 
/ am eight years old. 






retail food company would provide a 
good hedge against inflation." 
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AFEWAY TODAY 


J. A. Rowland was elected a Senior Vice President last October and given supervision of seven 
Regions. G. H. Parker ; also a Senior Vice President, is in charge of the Northern California Region. 
Both men report to the President. As of fiscal year-end Safeway and its subsidiaries operated 
2,428 stores in the United States, Canada, the United Kingdom, West Germany, and Australia. 


Horace A. Justice 

Regional Manager 


Mr. Justice joined Safeway in 1935 
and served as a District Manager 
from 1952 until 1959, when he be¬ 
came Retail Operations Manager 
in Dallas. This was followed by ad¬ 
vancement to Division Manager in 
both Little Rock (1962) and Dallas (1966), and election as 
a Vice President (1970). He has managed the Southern 
Region since 1972. 



SOUTHERN 

REGION 


Dallas Division 

Gerald V. Curttright 

164 Stores 


El Paso Division 

Robert E. Livesay 

59 Stores 


Houston Division 

Sam E. Raburn 

69 Stores 




MIDWEST REGION 

Kansas City Division 

W. W. Liedtke 

97 Stores 

Little Rock Division 

Jack L. Anderson 

74 Stores 

Oklahoma City Division 

Forrest Woolery 

69 Stores 

Tulsa Division 

Donald J. Phillips 

56 Stores 



Allen Francis 

Regional Manager 


Mr. Francis held a variety of posi¬ 
tions prior to becoming manager of 
the Midwest Region in 1976. He 
began his career in Washington, 
D.C. where he gained experience 
as both Produce and Safeway 
Brands Merchandising Manager. In 1974 he assumed the 
duties of Salt Lake City Division Manager and was 
elected a Vice President. 




John Bell 

Regional Manager 


Currently manager of the Rocky 
Mountain Region, Mr. Bell has 
been with Safeway since 1943. He 
began in our Dallas Division 
where he became a District Man¬ 
ager, then moved to Omaha as Re¬ 
tail Operations Manager. In 1970 he transferred to Wash¬ 
ington, D.C. and two years later was made Vice Presi¬ 
dent and Division Manager there. 



ROCKY MOUNTAIN 
REGION 


Butte Division 

Donald R. Cannon 

34 Stores 


Denver Division 

Pete P. Martin 

149 Stores 

Omaha Division 

William M. Langley 

80 Stores 


Salt Lake City Division 

Gene J. Lawson 

63 Stores 




SOUTHWEST REGION 


Los Angeles Division, 

Albert J. Fulton 

180 Stores 


Phoenix Division 

John W. Warthan 

56 Stores 

San Diego Division 

Donald J. Smith 

53 Stores 



John L. Repass 

Regional Manager 


Mr. Repass began his Safeway 
career in 1956 in the Los Angeles 
area and served as a District Man¬ 
ager there until transferring to the 
United Kingdom in 1966. He later 
returned to Los Angeles as Retail 
Operations Manager and became Vice President and Di¬ 
vision Manager there in 1973. Three years later he was 
promoted to Regional Manager. 
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G. H. Parker 

Senior Vice President and Regional Manager 

A member of the Board of Di¬ 
rectors since 1967 and a Senior 
Vice President since 1972, Mr. 

Parker supervises 293 stores in 
Northern California and North¬ 
west Nevada. He joined Safeway 
in 1939 and has managed the Spokane, Portland and San 
Francisco Divisions. In 1964 he was elected a Vice Presi¬ 
dent and appointed a Regional Manager. 



NORTHERN CALIFORNIA 
REGION 


Sacramento Division 

Frank J. Glasgow 

95 Stores 

San Francisco Division 

Eldon W. Starkey 

198 Stores 





NORTHWEST REGION 

Portland Division 

William D. Lowe 

95 Stores 

Seattle Division 

William H. Maloney 

120 Stores 

Spokane Division 

John R. Maxwell 

40 Stores 


Fred E. MacRae 

Regional Manager 

Mr. MacRae has had a long and 
successful association with the 
Pacific Northwest since starting 
with Safeway in 1941. After ad¬ 
vancing to District Manager and 
Retail Operations Manager in 
Seattle, he became Portland Division Manager in 1964. 
A Vice President since 1970, he was appointed Regional 
Manager early last year. 



John S. Kimball 

Regional Manager 

Mr. Kimball, a Vice President and 
Manager, Eastern Region, joined 
Safeway as an attorney in 1958. He 
later transferred overseas and 
served as Property Manager in 
London, Hamburg Zone Manager 
and Europe Division Manager. He was appointed man¬ 
ager of the Canada and Overseas Region in 1974 and 
given his current assignment two years later. 



EASTERN REGION 

Richmond Division 

Ralph C. Ward 

71 Stores 

Washington, D.C. Division 

Carey A. Ford 

164 Stores 




CANADA & OVERSEAS REGION 


Prairie Division 

A. G. Anselmo 

113 Stores 

Vancouver Division 

T. Milburn 

88 Stores 

Winnipeg Division 

W. F. Griffiths 

75 Stores 


Australia Division 

J. W. R. Pratt 

58 Stores 

Germany Division 

M. J. Filzek 

25 Stores 

United Kingdom Division 

T. E. Spratt 

83 Stores 


Peter A. Magowan 

Regional Manager 

Prior to becoming manager of the 
Canada and Overseas Region in 
1976, Mr. Magowan served as a 
Store Manager and a Real Estate 
Negotiator in Washington, D.C., a 
District Manager in Houston, and 
Retail Operations Manager in Phoenix. In 1973 he was 
assigned to Tulsa as Division Manager and was sub¬ 
sequently elected a Vice President. 



Note: These pages show status as of fiscal year-end. See Chairman's Message for certain management changes which occurred in early 1978. 
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Financial Review and 
Management Analysis 


Description of Business: At December 31,1977, 
Safeway operated 2,428 supermarkets totaling 
55.2 million square feet and averaging $4.6 mil¬ 
lion in annual sales per store. 

In support of these stores, Safeway has exten¬ 
sive distribution, manufacturing and processing 
facilities. These include a complex of 28 distribu¬ 
tion/warehousing centers and 38 free-standing 
warehouses, plus a large trucking fleet. In addi¬ 
tion, the Company operates 110 manufacturing 
and processing facilities, including bakeries, milk 
and ice cream plants, soft drink bottling plants 
and meat processing plants. 

Results of Operations: Sales in 1977 rose to 
$11,249 billion, an increase of 7.7% over sales of 
$10,443 billion in 1976. The comparable increase 
in 1976 was 7.5% over sales of $9,717 billion in 
1975. Customer transactions were 1.336 billion in 
1977 compared to 1.317 billion in 1976 and 1.287 
billion in 1975, increases of 1.4% and 2.3%, re¬ 
spectively. 

Gross profit as a percent of sales increased 
from 20.2% in 1975 and 19.9% in 1976 to 20.7% 
in 1977. This increase served to offset in part the 
increased operating and administrative costs 
which increased as a percent of sales from 16.8% 
in 1975 and 17.6% in 1976 to 18.5% in 1977. 

Interest expense represents principally interest 
on capitalized leases, $55.7 million of the total 
$70.1 million in 1977 (see Note B to the Consoli¬ 
dated Financial Statements for a discussion of 
the change in accounting for leases). The in¬ 
crease in interest expense in 1977 was due to 
expanded capital lease obligations and greater 
short-term borrowings. 


The principal element of “other income-net” is 
interest income. In the Financial Highlights and 
Ten Year Summary it also includes loss on 
translation of foreign currencies which in 1977 
amounted to $3.3 million. In 1976 the loss was 
nominal. 

Income taxes declined as a percentage of pre¬ 
tax income from 45.9% in 1975 and 45.2% in 

1976 to 44.5% in 1977. The major factor influenc¬ 
ing the decline in the effective tax rate was the 
investment tax credit which reduced the rate by 
7.4% in 1977 compared to 2.8% in 1975 and 4.0% 
in 1976. 

Net income in 1977 of $102.3 million increased 
slightly from the 1976 net income of $100.8 million 
while still well below the record $146.3 million in 
1975. As a percentage of sales, net income 
dropped to 0.91% compared to 0.97% in 1976 
and 1.51% in 1975. 

Results of operations include the continuing 
effects of applying the LIFO method of valuing 
certain inventories as adopted in 1974. If the FIFO 
method had been used, inventories would have 
been $136.5 million as of December 31, 1977, 
$105.8 million and $87.7 million as of January 1, 

1977 and January 3,1976, respectively. 

Property Additions: Additions to property, net of 
disposals in 1977 totaled $314.4 million of which 
$90.7 million represented net additions to prop¬ 
erty under capital leases. This compares to 
$192.4 million in 1976 of which $40.2 million were 
additions to property under capital leases. 

The major expenditures in 1977 were in con¬ 
nection with the opening of 126 new stores. Ex¬ 
penditures were also made for 84 major store 


remodels as well as for the construction or expan¬ 
sion of 27 plants and warehouses. The typical 
store constructed in 1977 was approximately 
31,800 square feet in size and required an invest¬ 
ment of $1.6 million in land, buildings and 
equipment, plus an additional investment in in¬ 
ventories, supplies and cash. 

Foreign Operations: Sales in Canada and over¬ 
seas continued to expand at a greater rate than 
the Company overall. Canadian sales in 1977 
rose 10.8% over 1976 and sales overseas rose an 
aggregate 13.3% after giving effect to foreign 
currency translation In domestic currencies, the 
increases by country were 19.1% in Canada, 
23.1% in the United Kingdom, 29.0% in Australia 
and 8.1% in West Germany. 

Net income improved both in Canada and 
overseas amounting to an aggregate $35.1 mil¬ 
lion in 1977 compared to $28.4 million in 1976. 

Stock Exchange Listings and Dividends: Safe- 
way’s Common Stock is listed on the New York 
and Pacific Stock Exchanges. Dividends per 
share amounted to $2.20 in 1977 compared with 
$2.05 in 1976. Of total net income, 56.0% was 
paid out in dividends during 1977 compared with 
52.7% in 1976. 

Outlook: The Company is planning continued 
expansion in 1978 including the opening of 130 
new stores (closings are estimated at 120 stores), 
plus extensive remodeling of existing stores and 
expansion of plants and warehouses. 


SALES BY COUNTRY 


STORES BY COUNTRY 


End of Fiscal Year 1977 Number of Stores Opened Opened 

Percent Percent of Total Million No. of During Past 5 Years _ p r j 0( , 


(In millions U.S. $) 

1977 

1976 

Increase 

1977 

1976 

Sq. Ft. 

Stores 

1977 

1976 

1975 

1974 

1973 

to 1973 

United States 

$ 8,986.2 

$ 8,414.1 

6.8% 

79.9% 

80.6% 

45.8 

1,986 

101 

85 

86 

135 

109 

1,470 

Canada 

1,554.6 

1,402.9 

10.8 

13.8 

13.5 

6.4 

276 

16 

12 

10 

9 

14 

215 

United Kingdom 

314.8 

284.8 

10.5 

2.8 

2.7 

1.4 

83 

3 

2 

5 

10 

14 

49 

Australia 

316.9 

275.0 

15.2 

2.8 

2.6 

1.3 

58 

4 

9 

7 

4 

5 

29 

West Germany 

76.9 

65.7 

17.0 

.7 

.6 

.3 

25 

2 

1 

3 

6 

1 

12 

Total 

$11,249.4 

$10,442.5 

7.7% 

100.0% 

100.0% 

55.2 

2,428 

126 

109 

111 

164 

143 

1,775 
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Consolidated Statement of 
Income and Retained Earnings 

For the 52 Weeks Ended December 31,1977 and January 1,1977 
Safeway Stores, Incorporated and Subsidiaries 



1977 

1976 

Sales 

Cost of sales 

$ 11,249,398,000 
8,916,719,000 

$ 10,442,531,000 
8,363,555,000 

Gross profit 

Operating and administrative expenses 

2,332,679,000 

2,082,246,000 

2,078,976,000 

1,838,045,000 

Operating profit 

250,433,000 

240,931,000 

Interest expense (Note D) 

Loss on translation 

Other income — net 

( 70,104,000) 

( 3,253,000) 

7,171,000 

( 63,254,000) 

( 42,000) 

6,260,000 

Income before provision for income taxes 

Provision for income taxes (Note E) 

184,247,000 

81,942,000 

183,895,000 

83,052,000 

Net income (per share: $3.93 and $3.89) 

Retained earnings at beginning of period (Note B) 

Cash dividends on common stock (per share: $2.20 and $2.05) 
Additions resulting from stock acquisitions 

102,305,000 
698,877,000 
( 57,256,000) 

69,000 

100,843,000 
651,158,000 
( 53,190,000) 

66,000 

Retained earnings at end of period 

$ 743,995,000 

$ 698,877,000 


See accompanying notes to consolidated financial statements. 
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Consolidated Balance Sheet 

As of December 31,1977 and January 1,1977 
Safeway Stores, Incorporated and Subsidiaries 


ASSETS 

1977 

1976 

Current assets: 



Cash 

$ 118,136,000 

$ 81,837,000 

Receivables 

43,137,000 

43,801,000 

Merchandise inventories (Note A) 

810,218,000 

755,991,000 

Prepaid expenses 

55,541,000 

67,313,000 

Total current assets 

1,027,032,000 

948,942,000 

Other assets: 



Licenses, notes receivable and investments 

25,735,000 

24,572,000 

Deferred income tax charges 

3,534,000 

6,624,000 

Excess of cost of investment in subsidiaries over net assets at date 



of acquisition, net of amortization 

2,613,000 

2,831,000 


31,882,000 

34,027,000 

Property: 



Land 

72,079,000 

61,252,000 

Buildings 

143,381,000 

92,875,000 

Leasehold improvements 

193,493,000 

182,351,000 

Fixtures and equipment 

954,209,000 

857,865,000 

Automotive equipment 

133,133,000 

115,547,000 


1,496,295,000 

1,309,890,000 

Less accumulated depreciation and amortization 

644,832,000 

577,365,000 


851,463,000 

732,525,000 

Property under capital leases, less accumulated amortization 



of $395,385,000 and $368,645,000 (Note B) 

651,407,000 

603,655,000 


$2,561,784,000 

$2,319,149,000 


See accompanying notes to consolidated financial statements. 

























LIABILITIES AND STOCKHOLDERS’ EQUITY 

1977 

1976 

Current liabilities: 

Notes payable to banks (Note F) 

Current obligations under capital leases 

Current maturities of notes and debentures 

Payables and accruals 

Income taxes payable 

$ 51,717,000 

38,894,000 
5,974,000 
736,136,000 
22,920,000 

$ 35,498,000 

36,415,000 
5,410,000 
635,931,000 
19,511,000 

Total current liabilities 

855,641,000 

732,765,000 

Long-term debt: 

Obligations under capital leases (Note G) 

Notes and debentures (Note H) 

709,895,000 

126,738,000 

663,874,000 

102,722,000 


836,633,000 

766,596,000 

Reserve for insurance claims and other liabilities 

20,923,000 

18,443,000 

Commitments and contingencies (Notes 1, J & K) 



Stockholders’ equity (Notes H, L & M): 

Preferred stock—4% cumulative, $100 par value 

Authorized and unissued 220,372 shares 

Common stock—$1.66% par value 

Authorized 75,000,000 shares 

Outstanding 26,046,885 and 25,985,006 shares 

Additional paid-in capital 

Retained earnings 

43,411,000 

61,181,000 

743,995,000 

43,308,000 

59,160,000 

698,877,000 


848,587,000 

801,345,000 

$2,561,784,000 

$2,319,149,000 


19 






















Consolidated Statement of 
Changes in Financial Position 

For the 52 Weeks Ended December 31,1977 and January 1,1977 
Safeway Stores, Incorporated and Subsidiaries 



1977 

1976 

Funds provided: 

Net income 

Add charges to income not requiring funds: 

$ 102,305,000 

$100,843,000 

Depreciation and amortization 

148,024,000 

136,555,000 

Decrease in deferred income tax charges 

3,090,000 

5,086,000 

Increase in reserve for insurance claims 

2,025,000 

928,000 

Stock issued from treasury shares 

5,000 

1,085,000 

Total funds provided from operations 

255,449,000 

244,497,000 

Additions to long-term debt 

115,851,000 

43,880,000 

Increase in deferred gain on sale of property 

985,000 

1,024,000 

Sale of common stock to employees 

2,119,000 

943,000 

Funds used: 

Additions, net of disposals, to: 

374,404,000 

290,344,000 

Property 

223,750,000 

152,224,000 

Property under capital leases 

90,691,000 

40,165,000 

Cash dividends on common stock 

57,256,000 

53,190,000 

Payments on long-term debt 

45,814,000 

38,391,000 

Increase in other assets 

1,218,000 

666,000 

Decrease in minority interest 

461,000 

249,000 


419,190,000 

284,885,000 

Increase (decrease) in working capital (Note 0) 

$( 44,786,000) 

$ 5,459,000 


See accompanying notes to consolidated financial statements. 


















Notes to Consolidated Financial Statements 


Note A —SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES. 

Fiscal Year: The fiscal year for the Company 
and its Canadian subsidiaries ends on the Satur¬ 
day nearest to December 31. Fiscal years of 
overseas subsidiaries follow a similar pattern but 
generally end on the Saturday nearest Septem¬ 
ber 30. 

Basis of Consolidation: Consolidated finan¬ 
cial statements include the accounts of all sub¬ 
sidiaries except one minor overseas subsidiary 
which is included in investments at the amount of 
equity in net book value. All intercompany trans¬ 
actions have been eliminated in consolidation. 

Translation of Foreign Currencies: Accounts 
are translated at current and historical rates as 
prescribed by Financial Accounting Standards 
Board Statement #8. Unrealized gains and 
losses from such foreign currency translation are 
included in income currently and amounted to 
losses of $3,253,000 in 1977 and $42,000 in 
1976. These figures include the effect of the 
change in accounting for leases (See Note B) 
which reduced the loss on translation in 1977 by 
$5,602,000 and reduced a gain in 1976 by 
$2,068,000. 

Provision For Income Taxes: The Company 
provides for deferred income tax charges and 
credits resulting from timing differences in report¬ 
ing income and expenses for financial purposes 
compared to the methods of reporting for income 
tax purposes. These timing differences arise pri¬ 
marily from the capitalization for financial state¬ 
ment purposes of leases considered capital and 
from the use, for tax purposes, of accelerated 
depreciation. Current U.S. taxes are reduced 
for investment tax credits in the year in which 
they arise. 

Net Income Per Share: Net income per share 
is determined by dividing consolidated net in¬ 
come by the average number of common shares 
outstanding during the year. 


Merchandise Inventories: In the U S., inven¬ 
tories of Grocery Department items in stores (val¬ 
ued by the retail inventory method) and ware¬ 
houses are determined on a LIFO basis. All other 
inventories are valued at the lower of cost (on a 
FIFO basis) or replacement market. Inventories 
would have been $136,473,000 and $105,840,000 
higher as of December 31, 1977 and January 1, 
1977, respectively, if all were stated at the lower of 
cost (FIFO) or replacement market. 

Amortization of Excess Cost of Investment 
in Subsidiaries: The excess cost of investment 
in subsidiaries over net assets at date of acquisi¬ 
tion is being amortized and charged against in¬ 
come in twenty equal annual amounts of approxi¬ 
mately $218,000 through 1989. 

Property and Depreciation: Property is stated 
at historical cost. Depreciation is computed for 
financial purposes on the straight-line method. 
The following are the principal rates of deprecia¬ 
tion used for financial purposes during the year: 


Store, warehouse and other buildings 2 V 2 to 5% 

Building equipment 5 to 10% 

Furniture, fixtures and equipment 5 to 20% 

Automotive equipment 12% to 16%% 

Installation costs 6% to 16%% 


Leasehold improvements include buildings 
constructed on leased land and improvements to 
leased buildings. Buildings and major improve¬ 
ments are amortized over the shorter of the re¬ 
maining period of the lease or the estimated use¬ 
ful life of the assets, while minor improvements 
are amortized over the shorter of the remaining 
period of the lease or six years. Depreciation and 
amortization expense was $104,812,000 in 1977 
and $95,975,000 in 1976. 

Property Under Capital Leases: Property 
under capital leases is amortized over the lease 
terms using the straight-line method. Amortiza¬ 
tion expense was $42,939,000 in 1977 and 
$40,304,000 in 1976. 

Employee Retirement Plans: The Company’s 
practice is to contribute the full normal cost and 
there is no unfunded past service liability. 

Stock Options: Proceeds from the sale of 
common stock issued under options are added 
to common stock at par value and the excess is 
added to additional paid-in capital. 


Note B —CHANGE IN ACCOUNTING FOR 
LEASES. The Company has elected early adop¬ 
tion of the retroactive provisions of Financial 
Accounting Standards Board Statement #13, 
pertaining to the capitalization of leases. Finan¬ 
cial statements for prior periods have been re¬ 
stated to reflect the financial results as though 
Statement #13 had been in effect for those peri¬ 
ods. Apart from its effect on translation, the capi¬ 
talization of leases reduced 1977 net income by 
$3,097,000 (12 cents per share) and 1976 net 
income by $2,653,000 (10 cents per share). The 
net consequence of this change in accounting, 
including its resulting effect on the translation of 
foreign currencies, has been an increase in 1977 
net income of $2,505,000 (10 cents per share) 
and a decrease in 1976 of $4,721,000 (18 cents 
per share). The change resulted in a $42,985,000 
reduction in retained earnings at January 3,1976. 

Note C —EMPLOYEE RETIREMENT AND 
PROFIT-SHARING PLANS. The Company and 
its subsidiaries have contributory, trusteed Retire¬ 
ment Plans which may be amended or terminated 
at any time, for eligible employees not covered by 
other plans to which the companies contribute. 
The assets of the trust funds are sufficient to fund 
vested benefits. Such contributions charged to in¬ 
come were $13,970,000 in 1977 and $10,701,000 
in 1976. Contributions charged to income for vari¬ 
ous pension plans under Union contracts were 
$69,154,000 in 1977 and $56,924,000 in 1976. 

Contributions charged to income for Safeway’s 
U.S. and Canadian Employee Profit-Sharing 
Plans were $6,481,000 in 1977 and $7,431,000 
in 1976. 

The Company contributed $1,930,000 in 1977 
to an employee stock ownership plan which was 
made possible by an additional one percent in¬ 
vestment tax credit authorized by the Tax Reform 
Act of 1976. 
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Note D —INTEREST 

EXPENSE. 

Interest ex- 

pense consisted of the 

following: 



1977 

1976 

Obligations under capital 



leases 

$55,708,000 

$52,127,000 

Notes and debentures 

5,511,000 

5,808,000 

Other 

8,885,000 

5,319,000 


$70,104,000 

$63,254,000 

Note E—TAXES ON INCOME. The provision for 
current and deferred tax expense included in the 
consolidated statement of income was as follows: 


1977 

1976 

CURRENT: 



U.S. 

$41,580,000 

$52,213,000 

Foreign 

29,163,000 

17,563,000 

State and local 

7,095,000 

8,590,000 


77,838,000 

78,366,000 

DEFERRED: 



U.S. (Charges) 

( 1,746,000) 

( 268,000) 

Foreign 

5,850,000 

4,954,000 


4,104,000 

4,686,000 


$81,942,000 

$83,052,000 

The source of deferred taxes (charges) and 

the tax effect of each were as follows 



1977 

1976 

Accelerated depreciation 

$8,439,000 

$6,372,000 

Capitalized leases 

(2,981,000) 

(2,694,000) 

Other 

(1,354,000) 

1,008,000 


$4,104,000 

$4,686,000 


No provision has been made for income taxes 
which might be payable if cumulative earnings of 
Canadian and overseas subsidiaries were dis¬ 
tributed to the parent Company, since it is the 
intention of Management to make no distribution 
therefrom. The cumulative amount of such undis¬ 
tributed earnings on which the parent Company 
has not provided for income taxes was 
$287,838,000 at the end of 1977 compared with 
$266,053,000 in 1976. 

United States and Canadian Corporation In¬ 
come Tax Returns for all years prior to 1974 and 
1975, respectively, have been reviewed by taxing 
jurisdictions. Substantially all deductions which 
have been or may ultimately be disallowed will 
be carried forward as timing differences and 
claimed as deductions in future years, thereby 
having no effect on reported earnings. 


Reconciliation of Effective Tax Rate 

Statutory federal income tax rate 

U.S. Investment tax credit 

State taxes on income less applicable U.S. taxes 

All other, net 


Note F —LINES OF CREDIT AND SHORT¬ 
TERM BORROWINGS. At December 31, 1977, 
the Company had lines of credit amounting to 
$234,700,000 of which $13,500,000 were in use 
at that date.Compensating balances in support 
of these lines of credit were not material and 
there were no legal restrictions on withdrawals for 
any accounts. The Company also issues com¬ 
mercial paper notes but none were outstanding 
at year end. All such borrowings have been at the 
prime rate of interest or lower. 

The maximum amount of aggregate short-term 
borrowings outstanding at the end of any four- 
week period was $110,500,000 in 1977 and 
$37,389,000 in 1976. The approximate average 
aggregate short-term borrowings outstanding 
and weighted average interest rates (based upon 
four-week period ending data) during 1977 and 
1976 were $48,888,000 at 6.23% and $11,278,000 
at 6.59%, respectively. 


Note G —CAPITAL LEASE OBLIGATIONS. The 

following is a schedule by years of future mini¬ 
mum lease payments under capital leases to¬ 
gether with the present value of the net minimum 
lease payments as of December 31,1977: 


1978 $ 96,395,000 

1979 94,939,000 

1980 93,500,000 

1981 90,695,000 

1982 87,533,000 

Later years 879,655,000 


Total minimum lease payments (1) 1,342,717,000 

Less: Amount representing estimated 
executory costs included in total 
minimum lease payments 23,467,000 


Net minimum lease payments 1,319,250,000 

Less: Amount representing interest (2) 570,461,000 

Present value of net minimum lease 
payments (3) $ 748,789,000 


(1) Minimum payments have not been reduced by mini¬ 
mum sublease rentals of $35,361,000 due in the future 
under noncancellable subleases. They also do not in¬ 
clude contingent rentals which may be paid under cer¬ 
tain store leases on the basis of percentage of sales in 
excess of stipulated amounts. Contingent rentals 
amount to $6,181,000 in 1977 and $5,612,000 in 1976. 

(2) Amount necessary to reduce net minimum lease 
payments to present value calculated at the Company’s 
incremental borrowing rate at the inception of the leases. 

(3) Reflected in the balance sheet as current and non- 
current obligations under capital leases of $38,894,000 
and $709,895,000, respectively. 


1977 


1976 


Amount 

Percent 

Amount 

Percent 

$88,439,000 

48.0% 

$88,270,000 

48.0% 

(13,694,000) 

(7.4) 

( 7,600,000) 

(4.0) 

3,689,000 

2.0 

4,467,000 

2.4 

3,508,000 

1.9 

( 2,085,000) 

(1.2) 

$81,942,000 

44.5% 

$83,052,000 

45.2% 


Note H —NOTES AND DEBENTURES. Notes and 
debentures at December 31, 1977 consisted of: 


4.65% term notes pay¬ 
able, unsecured, due 
semi-annually to 
November 1,1979 
7.40% sinking fund 
debentures, unse¬ 
cured, due in equal 
installments from 1978 
through 1997 
Mortgage notes payable, 
secured 

Other notes payable 


Due After 
One Year 


$ 3,000,000 


60,651,000 

57,937,000 

5,150,000 


$126,738,000 


Current 

Maturities 


$3,000,000 


1,672,000 

1,302,000 


$5,974,000 


The above mortgage notes payable are secured 
by properties which are included in the balance 
sheet at their book value of $60,217,000. 

Mandatory sinking fund payments of $3,250,000 
for the retirement of the 7.40% debentures com¬ 
mence in 1978 (less $4,349,000 for debentures 
repurchased in 1976 and 1977). Under the agree¬ 
ment covering the 7.40% debentures, 
$339,681,000 of the retained earnings as of 
December 31, 1977 were free of restrictions for 
dividend payments and acquisitions of common 
stock. Restrictions include a limitation on the 
creation of additional funded debt. 


Aggregate annual maturities of long-term debt 
for the four years beyond 1978 are: 


1979 

1980 

1981 

1982 


$8,314,000 

6,060,000 

5,785,000 

5,881,000 


Note I —LEASE COMMITMENTS. The Com¬ 
pany and its subsidiaries occupy primarily 
leased premises, which were covered by 3,011 
leases at December 31, 1977. Of these leases 
2,092 are considered capital under Financial 
Accounting Standards Board Statement #13 
(See Notes B and G). The remainder are operat¬ 
ing leases. 
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Most leases have renewal options with terms 
and conditions similar to the original lease. Of 
all the leases 1,625 can be cancelled by the 
Company by offer to purchase the properties at 
original cost less amortization, with purchase 
obligatory upon acceptance of the offer by the 
landlords. 

The Company owns substantially all its fixtures 
and equipment. 

The following is a schedule by years of future 
minimum rental payments required under operat¬ 
ing leases that have initial or remaining noncan- 
cellable lease terms in excess of one year as of 


December 31,1977: 

1978 S 57,103,000 

1979 56,209,000 

1980 54,413,000 

1981 52,072,000 

1982 50,047,000 

Later years 532,210,000 


Total minimum payments required* $802,054,000 


The following schedule shows the composition 
of total rental expense for all operating leases: 



1977 

1976 

Property leases: 



Minimum rentals 

$68,199,000 

$52,040,000 

Contingent rentals 

5,701,000 

5,444,000 

Less: Sublease rentals 

(2,746,000) 

(2,104,000) 


71,154,000 

55,380,000 

Equipment leases 

12,772,000 

12,454,000 


$83,926,000 

$67,834,000 


'Minimum payments have not been reduced by mini¬ 
mum sublease rentals of $10,658,000 due in the future 
under noncancellable subleases. 

Note J —OTHER COMMITMENTS. The Com¬ 
pany has commitments under contracts for the 
purchase of land and for the construction of 
buildings. Portions of such contracts not com¬ 
pleted at year-end are not reflected in the finan¬ 
cial statements. Such unrecorded commitments 
amounted to approximately $75,004,000 at 
December 31,1977. 

Note K —CONTINGENT LIABILITIES —LITI¬ 
GATION. In addition to various claims and law¬ 
suits arising in the normal course of the Com¬ 
pany’s business, as of March 3, 1978, there are 
actions pending against the Company charging 
violations of the anti-trust laws and certain Civil 
Rights statutes, some of which purport to be 
class actions and seek damages in very large 
amounts, as well as other relief which, if granted, 
would require very large expenditures. 

Prior Annual Reports noted the filing of 13 anti¬ 
trust suits against the Company and others by 
various livestock producers and feeders charg¬ 
ing violations of the law in the purchase and sale 


of meat, and also noted one additional action in 
which the Company was named as co-conspira¬ 
tor but not as a defendant. As of March 3, 1978, 
an additional 7 such suits were filed. On Decem¬ 
ber 27,1977,11 of these suits in which the Com¬ 
pany was a defendant and which had previously 
been consolidated in the Dallas District Court 
were dismissed by that Court on the basis of the 
U S. Supreme Court’s decision in the Illinois Brick 
case that only direct sellers and purchasers 
could recover damages for violations of the Anti¬ 
trust Laws. Notices of appeals from the dismis¬ 
sals have been filed and Congress is considering 
legislative proposals to reverse f he Supreme 
Court’s Illinois Brick decision. Certain of those 
proposals are designed to reinstate cases dis¬ 
missed on the basis of that decision. The 9 cases 
still pending as of March 3, 1978 are all in early 
stages of discovery and, consequently, Manage¬ 
ment is unable to predict the ultimate outcome of 
any of them. However, in the opinion of Manage¬ 
ment, the Company has good and meritorious 
defenses to each action and should prevail in all. 

Although the amount of liability at December 
31, 1977 with respect to all of the above matters 
cannot be ascertained, Management is of the 
opinion that any resulting liability will not materi¬ 
ally affect the Company's consolidated income 
or financial position. 

Note L—CAPITAL STOCK AND ADDITIONAL 
PAID-IN CAPITAL. Common stock outstanding 
increased by 61,879 shares during 1977 and 
52,831 shares during 1976. The increases were 
attributable to stock issued under options exer¬ 
cised by employees (61,767 shares in 1977 and 
29,590 shares in 1976) and stock issued from 
treasury shares under a sales incentive plan (112 
shares in 1977 and 23,241 shares in 1976). Treas¬ 
ury shares were thus reduced from 22,742 shares 
at January 1,1977 to 22,630 shares at December 
31, 1977. Additional paid-in-capital increased 
$2,021,000 during 1977 and $1,940,000 during 
1976 for the excess proceeds over par value of 
common shares issued. 


Note M —STOCK OPTIONS. The following sum¬ 
mary shows the changes during 1976 and 1977 
in qualified stock options granted to key employ¬ 
ees to purchase shares of the Company’s Com¬ 
mon Stock: 


Balance, January 3,1976 
Granted, 1976 
Exercised, 1976 
Expired, 1976 
Balance, January 1,1977 

Granted, 1977 
Exercised, 1977 
Expired, 1977 

Balance, December 31,1977 


Shares 

Option Price 

242,660 

$29.13-39.44 

130,250 

$41.38-43.50 

29,590 

$29.13-39.44 

10,660 

$29.13-43.50 

332,660 

$29.13-43.50 

295,900 

$46.13-47.88 

61,767 

$29.13-39.44 

18,783 

$29.13-46.13 

548,010 

$29.13-47.88 


At the end of 1977 there were 23,283 unop¬ 
tioned shares available for granting compared 
with 300,400 at the beginning of the year. The 
number of shares as to which options were exer¬ 
cisable was 90,160 at the end of 1977 and 92,975 


at the end of 1976. 


Note N —REPLACEMENT COST (Unaudited) 
In compliance with rules of the Securities and 
Exchange Commission, the Company has devel¬ 
oped estimated replacement costs for its con¬ 
solidated inventories and certain productive 
capacity as of December 31, 1977 together with 
related amounts of cost of sales and depreciation 
calculated on the basis of replacement cost for 
the fifty-two weeks then ended. 

These rules were established by the Commis¬ 
sion to provide investors with information about 
the effect of current inflationary conditions on 
business. Information developed by the Com¬ 
pany confirms the significant impact of inflation 
on the cost of doing business. The Company is 
continually replacing, remodelling and upgrad¬ 
ing the quality of its productive capacity, but 
Management recognizes that as existing facilities 
and equipment become obsolete or deteriorate, 
substantially greater amounts than initial costs 
are needed to replace them. 

The replacement cost information together with 
a description of estimating techniques is in¬ 
cluded in the Company’s Form 10-K filed with the 
Commission and available on request. 


Note O —CHANGES 

IN WORKING CAPITAL. 


1977 

1976 

Increase (decrease): 

Cash 

$ 36,299,000 

$( 38,210,000) 

Receivables 

( 664,000) 

10,526,000 

Merchandise 

inventories 

54,227,000 

103,514,000 

Prepaid expenses 

( 11,772,000) 

3,959,000 

Notes payable to 
banks 

( 16,219,000) 

( 5,677,000) 

Current obligations 
under capital 
leases 

( 2,479,000) 

( 490,000) 

Current maturities 
of notes and 
debentures 

( 564,000) 

( 211,000) 

Payables and accruals 

(100,205,000) 

(110,966,000) 

Income taxes payable 

( 3,409,000) 

43,014,000 

Increase (decrease) in 
working capital 

$( 44,786,000) 

$ 5,459,000 
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Note P —FINANCIAL INFORMATION BY GEOGRAPHIC AREA (thousands): 

United States Canada Overseas Total 



1977 

1976 

1977 

1976 

1977 

1976 

1977 

1976 

Sales 

$8,986,212 

$8,414,104 

$1,554,577 

$1,402,889 

$ 708,609 

$ 625,538 

$11,249,398 

$10,442,531 

Gross profit 

1,889,187 

1,697,382 

309,590 

263,773 

133,902 

117,821 

2,332,679 

2,078,976 

Operating and administrative 









expenses 

1,722,286 

1,515,378 

246,870 

221,900 

113,090 

100,767 

2,082,246 

1,838,045 

Net income 

67,170 

72,493 

26,118 

20,532 

9,017 

7,818 

102,305 

100,843 

Total assets 

1,955,574 

1,756,716 

418,217 

414,469 

187,993 

147,964 

2,561,784 

2,319,149 

Net working capital (deficit) 

36,493 

147,800 

149,612 

89,999 

(14,714) 

(21,622) 

171,391 

216,177 

Stockholders’ equity 

557,692 

537,026 

236,680 

218,851 

54,215 

45,468 

848,587 

801,345 

Note Q —QUARTERLY INFORMATION (Unaudited) 









First 12 Weeks 

Second 12 Weeks 

Third - 

12 Weeks 

Last 16 Weeks 


1977 

1976 

1977 

1976 

1977 

1976 

1977 

1976 

Sales 

$2,488,736 

$2,303,433 

$2,535,656 

$2,414,701 

$2,619,078 

$2,442,838 

$3,605,928 

$3,281,559 

Gross profit 

520,826 

446,858 

538,807 

475,915 

530,638 

491,093 

742,408 

665,110 

Net income 

22,644 

16,725 

30,446 

28,118 

17,233 

23,987 

31,982 

32,013 

Net income per share 

0.87 

0.65 

1.17 

1.08 

.67 

0.92 

1.22 

1.24 

Dividends paid per shared) 

0.55 

0.50 

0.55 

0.50 

0.55 

0.50 

0.55 

0.55 

Market price range of common stock 

50%-46 

48%-43 

48%-44% 

443/4-39V4 

48V2-42V2 

44-39% 

45V2-39 

50V4-413/4 


Notes: Dollars are in thousands except per share figures. 

Retroactive adjustments have been made in accordance with provisions of Financial Accounting Standards Board Statement #13 on accounting for leases. 
(1) Calendar quarter. 
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Accountants’ Report 

Peat, Marwick, Mitchell & Co. 

To the Board of Directors and Shareholders of Safeway Stores, Incorporated: 

We have examined the consolidated balance sheet of Safeway Stores, Incor¬ 
porated and subsidiaries as of December 31,1977 and January 1,1977 and the 
related consolidated statements of income and retained earnings, and changes 
in financial position for the two years then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly in¬ 
cluded such tests of the accounting records and such other auditing proce¬ 
dures as we considered necessary in the circumstances. 

In our opinion, the aforementioned consolidated financial statements present 
fairly the financial position of Safeway Stores, Incorporated and subsidiaries at 
December 31,1977 and January 1,1977, and the results of their operations and 
changes in their financial position for the two years then ended, in conformity 
with generally accepted accounting principles applied on a consistent basis 
after restatement for the change, with which we concur, in the method of 
accounting for leases as described in note B to the financial statements. 


ANNUAL MEETING 

The 1978 Annual Meeting of Stockholders will be held on 
May 16,1978. In connection with this meeting, proxies will be 
solicited by the management. A notice of the meeting, together 
with a proxy statement and a form of proxy, will be mailed 
April 7,1978. This Annual Report does not constitute part of the 
proxy soliciting material. 
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and Chief Executive Officer 
Finning Tractor and Equipment 
Company, ltd. 

(Caterpillar Dealership) 


Audit Committee 

Robert A. Magowan 

Chairman 

Ernest C. Arbuckle 
Charles de Bretteville 


Executive Officers 

W. S. Mitchell 

Chairman 

and Chief Executive Officer 

Dale L. Lynch 

President 

and Chief Operating Officer 

Clifford L. Gant 

Controller 

Malcolm P Grover 

Senior Vice President 
Personnel, Public Affairs, 
Industrial Relations and 
Economic Research 

Lorenzo N. Hoopes 

Senior Vice President 
Supply Operations 

Philip G. Horton 

Vice President 

Real Estate, Construction and 
Engineering, Operations Services 

James M. McGinty 

Vice President and Treasurer 

G. H. Parker 

Senior Vice President — Retail 

J. A. Rowland 

Senior Vice President — Retail 

Robert J. Van Gemert 

Vice President and Secretary 
General Counsel 

Vice Presidents - Retail 

Jack L. Anderson 
John Bell 

Donald R. Cannon 
Gerald V. Curttright 


Carey A. Ford 
Allen Francis 
Albert J. Fulton 
Frank J. Glasgow 
Horace A. Justice 
John S. Kimball 
William M. Langley 
Gene J. Lawson 
W. W. Liedtke 
Robert E. Livesay 
William D. Lowe 
Fred E. MacRae 
William H. Maloney 
Pete P. Martin 
John R. Maxwell 
Donald J. Phillips 
Sam E. Raburn 
John L. Repass 
Donald J. Smith 
Eldon W. Starkey 
Ralph C. Ward 
John W. Warthan 
Forrest Woolery 

Vice Presidents — Supply 

Loyd J. Fox 
Edward N. Henney 
Harold T. Nelson 
Walter J. Schoendorf 
Sterling P. Smith 
Thomas C. Terry 

Vice Presidents — Service 

Paul A. Baumgart 
B. P. Bjorseth 
Gerald E. Brown 
Gaylord H. Hanson 
Gordon W. Jones 
Milton K. Kegley 
Neils V. Lawson 
Robert M. Lyness 
Calvin P. Pond 
John L. Prehn 
John H. Prinster 
Harry Sunderland 
Herman F. Weber 


FOREIGN SUBSIDIARY OPERATIONS 

Peter A. Magowan — Retail Regional Manager, 

Canada and Overseas 

Canada Safeway Limited 

Peter A. Magowan — Managing Director and Retail Regional Manager 
W. F. Griffiths — Chairman and Retail Division Manager 
A. G. Anselmo — President and Retail Division Manager 
T. Milburn — Vice President and Retail Division Manager 
N. M. Knebel — Vice President and Retail Zone Manager 

Safeway Food Stores Limited (United Kingdom) 

T. E. Spratt — Chairman, Managing Director and Retail Division Manager 

Australian Safeway Limited 

J. W. R. Pratt — Chairman, Managing Director and Retail Division Manager 

“ Safeway ” Supermarkt GmbH (West Germany) 

Manfred Filzek — Manager and Retail Division Manager 

Jobs . Esmarch s Eftf A/S (Denmark) 

N. J. Flindt — Managing Director 


Note: Above listings are as of 12/31/77. See Chairman’s Message regarding certain management changes which occurred after year-end. 
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